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AMERICAN INSTITUTE OF ACCOUNTANTS 


MEETING OF COUNCIL 


The regular spring meeting of council 
of the American Institute of Accountants 
will be held at the offices of the Institute, 
135 Cedar Street, on April 13, 1936. The 
session will convene at 10:00 a. m. Re- 
ports of officers and committees will be 
heard and other business which may be 
brought before the council will be trans- 
acted. 


YEARBOOK OF THE INSTITUTE 


Publication of the 1935 Yearbook of 
the American Institute of Accountants 
is expected shortly after this Bulletin 
_ goes to press. Publication has been some- 
what delayed in order that amendments 
to the by-laws of the Institute, approved 
at the annual meeting session held on 
January 6th, and recent committee ap- 
pointments might be included. 


WINNERS OF ELIJAH WATT SELLS 
SCHOLARSHIP AWARDS 


The Institute’s board of examiners has 
announced the winners of the Elijah 
Watt Sells scholarship awards for high 
grades in the Institute’s examinations 
held on November 14 and 15, 1935. 

The gold medal for highest grades will 
be awarded to George R. Lautenbach, a 
candidate before the state board of 
public accountancy of Texas. 

The silver medal, for second highest 
grades, will be awarded to John C. 
Essene, who sat before the California 
state board of accountancy. 

The winners have been invited to at- 
tend the next annual meeting of the 
Institute, at Dallas, and there receive the 
awards. 

This is the first occasion on which the 
Elijah Watt Sells scholarship prize has 
taken the form of medals to be awarded 
to the successful candidates, in accord- 
ance with a resolution of council adopted 
at its meeting October 14, 1935. Up to 
this time the prize has been given as a 
cash award to the one candidate who ob- 
tained the highest grades in the Insti- 
tute’s examinations for an entire fiscal 
year. 


MEMBERSHIP AGAIN AT PEAK 


The membership of the American In- 
stitute of Accountants is again at the 
highest point in its history—a total of 
2,475, consisting of 2,083 members and 
392 associates. 

Under the by-laws of the Institute 
members whose dues are not paid within 
five months after the beginning of the 
fiscal year are automatically dropped 
from membership. Under this provision 
only 11 members were lost as of January 
31, 1936. 

Membership at the beginning of the 
current fiscal year was 2,386 and at 
March 1, 1935, was 2,357. 

Losses during the current year through 
death and resignation total 16. 


PUBLIC UTILITY ACCOUNTING 


In view of the nature of the matters 
which had been referred to the Insti- 
tute’s special committee on public utility 
act, it was felt that the name of the com- 
mittee did not properly indicate its fune- 
tion. Whereas the title implied that it 
should deal with matters arising under 
the publie utility act of 1935, its activi- 
ties were not limited to a study of such 
matters, but extended to other problems 
in the general field of publie utility ac- 
counting. The president has, therefore, 
changed the name of the committee to 
the special committee on public utility 
accounting. 

The president has also enlarged the 
committee by the appointment of three 
additional members. These are Henry 
A. Horne, of New York; E. B. MeGuinn, 
of Chicago, and Walter A. Staub, of New 
York. 

The committee, on February 21st, con- 
ferred at Washington with representa- 
tives of the securities and exchange 
commission on tentative classifications of 
accounts for public utility holding com- 
panies and mutual service companies. 
The committee has also been codperating 
with the federal power commission in a 
study of a proposed uniform system of 
accounts for licensees and public utilities 
subject to the provisions of the federal 
water power act or the federal power act. 
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NATURAL BUSINESS YEAR 
QUESTIONNAIRE 


Members of the Institute are urgently 
requested to fill out and return the 
questionnaire on natural business years 
adopted by their clients, enclosed with 
the February Bulletin. This information 
is essential to the completion of studies 
now in progress. 


APPOINTMENT OF SUBCOMMITTEES 
ON DEVELOPMENT OF INSTITUTE 


The following additional local subeom- 
mittees have been formed with the ap- 
proval of the president by members of 
the special committee on development of 
the Institute : 

DENVER 
Ralph B. Mayo, chairman 
C. H. Fulton 
Archer D. Lewis 
David M. Watson 

MINNEAPOLIS 

Joseph A. Boulay, chairman 
Robert C. B. Jones 
Emil Kroeger 
George C. Ludolph 

MERIDIAN 
Robert H. Crook, chairman 
Roy C. Brown 

TULSA 
Ross T. Warner, chairman 
George H. Abbott 
Burney Clack 
W. I. Nicholson, Jr. 
J. A. Padon 
Virgil S. Tilly 
PorRTLAND, OREGON 

Robert J. Leo, chairman 
Joseph C. Gillingham 
William Whitfield 

Marvin O. Carter, chairman 
Roscoe C. Clark 
Oliver P. Cobb 

Houston 
J. A. Phillips, chairman 
William O. Bartle 
Charles N. McClendon 
T. W. Mohle 

Saut Lake Crty 

Allan Grant Mann, chairman 
Harold L. Child 


' New York; Arthur Andersen, 


EXAMINATIONS 


The regular spring examinations of 
the Institute will be held on May 14 and 
15, 1936, and codéperating state boards of 


accountancy will hold simultaneous ses. 


sions. Following is the schedule of the 
examinations: 
Thursday, May 14, 1936 
9:00 A. M.to12:30 P.M. Auditing. 
1:30 P. M. to 6:30 P. M. Accounting theory 
and practice. Part 1. 
Friday, May 15, 1936 
9:00 A. M.to 12:30 P.M. Commercial law. 
1:30 P. M. to 6:30 P. M. Accounting theory 
and practice. Part 2. 


APPOINTMENT OF COMMITTEE ON 
FIFTIETH ANNIVERSARY 


The appointment of a special commit- 
tee on fiftieth anniversary celebration, 
consisting of fifty members who have 
been prominently identified with the de- 
velopment of the Institute, is announced 
by the president. 

The committee is in two divisions—an 
honorary committee of forty-two men- 
bers, with W. Sanders Davies, first presi- 
dent of the Institute, following its or- 
ganization in 1916 as suecessor to the 
American Association of Public Account- 
ants, as honorary chairman, and an ex- 
ecutive committee of eight, with P. W. RB. 
Glover, member of the executive commit- 
tee of the Institute, as chairman. The 
honorary group will act in an advisory 
capacity, while the executive group will 
be responsible for arrangements for the 
celebration. 

Following are the members of the com- 
mittee : 

Honorary CoMMITTEE 
W. Sanders Davies, honorary chairman, 


George Armistead, Houston; Harold Ben- 
ington, Chicago; Arthur H. Carter, New 
York; Harvey S. Chase, Hamilton, Mass; 
Clem W. Collins, Denver; Leonard H 


Conant, New York; James D. M. Crockett, 
Kansas City, Mo.; Stanley G. H. Fitch, Bos 
ton; John F. Forbes, San Francisco; David 
L. Grey, St. Louis; James Hall, New York; 
Vivian Harcourt, New York; H. W. Henne 
gin, Little Rock; W. P. Hilton, Norfolk; 
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James F. Hughes, New York; J. Porter Jop- 
lin, Chicago; Joseph J. Klein, New York; 
Samuel D. Leidesdorf, New York; Farquhar 
J. MacRae, New York; Norman Loyall Mc- 
Laren, San Francisco; John T. Madden, New 
York; James S. Matteson, Duluth; George 
0. May, New York; Edward P. Moxey, Jr., 
Philadelphia; Walter Mucklow, Miami 
Beach; Carl H. Nau, Cleveland; John B. 
Niven, New York; Homer S. Pace, New 
York; Ernest Reckitt, Chicago; Charles F. 
Rittenhouse, Boston; T. Edward Ross, Phila- 
delphia; John R. Ruckstell, San Francisco; 
Archie M. Smith, New Orleans; Arthur W. 
Teele, New York; Herbert M. Temple, St. 
Paul; H. Ivor Thomas, Los Angeles; Norman 
E. Webster, New York; W. F. Weiss, New 
York; William H. West, New York; Arthur 
Young, New York. 


EXEcuTIvE COMMITTEE 
P. W. R. Glover, chairman, New York; 
Samuel J. Broad, New York; Will-A. Clader, 
Philadelphia; George Cochrane, New York; 
A. S. Fedde, New York; Maurice E. Pelou- 
bet, New York; Prior Sinclair, New York; 
Andrew Stewart, New York. 


INSTITUTE MEMBERSHIP IN SIOUX 
CITY NOW 100 PER CENT. 


Louis S. Goldberg, of Sioux City, a 
member of the special committee on de- 
velopment of the Institute, reports that 
all certified public accountants of Sioux 
City at present eligible for admission to 
the Institute have become members or 
associates. 


FORTIETH ANNIVERSARY OF 
FIRST C.P.A. LAW 


The fortieth anniversary of the pas- 
sage of the first C. P. A. law in the 
United States, that of the state of New 
York, will be celebrated by a meeting at 
the Waldorf-Astoria hotel, New York, 
on April 20, 1936. Arrangements are 
being made by the New York State So- 
ciety of Certified Public Accountants. 

Prominent state officers and represen- 
tatives of the judiciary, of the business 
and financial community and of the press 
will be invited to attend the meeting, as 
well as officers of state and national ac- 
countaney organizations. 


GOVERNMENTAL ACCOUNTING 


The Institute’s special committee on 
governmental accounting has received 
for its criticism the draft of a new pub- 
lication to be issued by the national com- 
mittee on municipal accounting, under 
the title ‘‘Forms of financial and statisti- 
cal statements for a municipal report.’’ 


THOMAS J. COUGHLAN 


Thomas J. Coughlan, of East Orange, 
New Jersey, a member of the Institute 
since 1916, died on February 23, 1936, 
at the Orange Memorial Hospital. 

Mr. Coughlan was senior partner of 
Coughlan & Coughlan, of New York, and 
a member of the New York State and 
New Jersey societies of certified public 
accountants. He attended Fordham 
University and was a graduate of the 
New York Law School. 


ISIDOR GINSBERG 


Isidor Ginsberg, a member of the In- 
stitute since 1917 and an individual prac- 
titioner of accountancy in New York 
since 1908, died on February 18th, at the 
age of 61. 

Mr. Ginsberg was a native of Russia 
and came to this country in early child- 
hood. He attended New York 
schools, and in 1907 entered public 
accounting practice with Martin A. 
Coughlan, of New York. The following 
year he started practice on his own ac- 
count. He was a certified public accoun- 
tant of New York and New Hampshire. 


WILLIAM A. MILLIGAN 

William A. Milligan, of Bridgeton, 
New Jersey, senior partner of Milligan, 
Muller & Co., New York, and a charter 
member of the American Institute of 
Accountants, died on February 20th, 
after a brief illness. 

Mr. Milligan had been a resident of 
Bridgeton for fifteen years and main- 
tained a branch office there. He had 
served as city and county auditor. He 
was a certified public accountant of 
New York and New Jersey and a licensed 
municipal accountant of New Jersey. 
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HIGH STANDARDS FOR THE 
C.P. A. CERTIFICATE 


In an effort to assist state societies of 
certified public accountants in defeating 
proposed legislation which would lower 
the standards for the certified public ac- 
countant certificate, the American Insti- 
tute of Accountants committee on state 
legislation has sent to the president of 
each state society copies of statements by 
public bodies and organizations inter- 
ested in finance, credit and banking, in- 
sisting on maintenance of high standards 
for the C. P. A. certificate and on the 
public necessity for good accounting 
practice. 


The New York stock exchange, Na- 
tional Association of Credit Men, Robert 
Morris Associates, treasury department, 
securities and exchange commission and 
federal trade commission have stated in 
writing to the Institute their interest in 
high standards for accountancy. Many 
of the letters strongly deprecate the 
efforts which have been made in several 
states in recent years to lower the statu- 
tory requirements under which the C. P. 
A. certificate may be obtained. 


In the letter of transmittal to the state 
society presidents, explaining the pur- 
poses of the Institute’s committee on 
state legislation, Charles H. Towns, 
chairman, says: 

“In the 1935 sessions of state legislatures 
there were eight bills introduced which in 
some way would have lowered the standards 
of the C. P. A. certificate—by outright 
waiver provision, by modified waiver appli- 
cable to accountants who had been in prac- 
tice for a certain number of years, by pro- 
vision of oral examination, by repeal of the 
C. P. A. law, or by credit toward passage of 
the examination for years of practice. 


“The Institute’s committee on state legis- 
lation fully realizes the difficulty which state 
societics sometimes encounter in opposing 
bills of this type before legislative commit- 
tees. Legislators are often led to believe by 
proponents of such bills that certified public 
accountants constitute a monopoly which they 
jealously guard against intruders. It is diffi- 
eult to convince such legislators that there is 


a real public interest in the maintenance of 
high standards for the C. P. A. certificate. 
“The American Institute of Accountants 
has approached a number of public and semi- 
public bodies, with which it is on friendly 


terms, with a request for official statements — 


of the interest of those bodies in the mainte- 
nance of high standards for the certified 
public accountant certificate. 


“These letters constitute indisputable evi- 
dence that the business and financial com- 
munity is keenly interested in the prevention 


of anything which would lower C. P. A. | 


standards. 
of introduction of legislation of a retrogres- 
sive nature in your state these letters be 
called to the attention of the proper com- 
mittees of the legislature. 


“It is also suggested that in preparation 
for possible attacks on your C. P. A. law 
the state society obtain from state organiza- 
tions, such as chambers of commerce, clear- 
ing house associations, state bankers’ associa- 
tions, local stock exchanges, etc., statements 
similar to those enclosed, which should serve 
as good examples in your approach to the 
state groups.” 


The following excerpts from state- 


ments by the several organizations men- 
tioned indicate their interest in the 
subject : 


Federal Trade Commission: 


“. . . the commission in the light of its 


experience in the field of practice, fully ree- 
ognizes the necessity of maintaining high 
standards in professional accountancy.” 


National Association of Credit Men: 


“We feel that where trust funds are in- 
volved it is very essential that the audit re 
ports that are given us be prepared by 
competent, careful accountants. We feel the 
requirement of a C. P. A. certificate insures 
to us a reliable audit. 

“This organization would register opposi- 
tion to any movement which might lower the 
standard of requirements for the accountant’s 
certificate. We believe the present require 
ments are fair. We also believe the posse® 
sion of a certified public accountant’s certifi- 
cate, when acquired under a recognized state 
examination, is of great value.” 


It is suggested that in the event © 


| 


& 


Bulletin of American Institute of Accountants 


New York Stock Exchange: 


“The stock exchange has a direct interest 

in this question, because of the position it 
has taken for some years back requiring that 
the accounts of companies seeking listing for 
their securities must be audited by a prop- 
erly qualified auditor. Unless the certified 
accountant’s certificate means something 
definite, we can not see how it will mean 
anything at all to us or, indeed, to anyone 
... 
“, . . we do feel that such a certificate 
has had and should have a definite meaning, 
and we regard as being against the public 
interest any movement for lowering the 
standards required for the possession of such 
a certificate.” 


Robert Morris Associates: 

“We look upon the C. P. A. certificate as 
an indication of a high standard for the 
accounting profession and are firmly of the 
belief that there should be no letting down 
of requirements for such a certificate. As a 
matter of fact, we are strongly of the opinion 
that in the interests of the public at large, 
stockholders and prospective investors in 
corporations, investment houses, and loaning 
banks, legislators should further strengthen 
the laws so that no one shall be given a C. 
P. A. certificate who can not satisfactorily 
pass a proper written examination and qual- 
ify otherwise, to the extent that the fullest 
confidence can be placed in any audit pre- 
pared and signed by a certified public ac- 
countant.” 


Securities and Exchange Commission: 

“I do not think the importance of good 
accounting can be too strongly emphasized. 

“In practicing under the securities act 
and the securities exchange act, the ac- 
countant has a duty to prepare his state- 
ments in such a manner that a clear picture 
of the financial position of any enterprise is 
presented. Good accounting, therefore, goes 
a long way to make the work of this com- 
mission easier and will aid in accomplishing 
the purposes of the securities act of 1933 
and the securities exchange act of 1934.” 


Treasury Department: 

“. . . certified public accountants and 
attorneys are the only professional men ad- 
mitted to practice before the department of 
agents of taxpayers without examination. 


This privilege is extended to certified public 
accountants because the committee on en- 
rollment and disbarment has been convinced 
that the prerequisites for the certificates in 
the various states are sufficiently high to 
warrant it. 

“It is obviously essential for the protection 
of the taxpayer and the government that 
agents practising before the department be 
qualified through education and training to 
do so competently. 

“The treasury department requires all 
applicants for enrollment whe become certi- 
fied or registered public accountants by the 
waiver route, to take an extensive examina- 
tion to demonstrate their qualifications to 
represent claimants before the department.” 

The Institute’s committee on state leg- 
islation has offered to state societies its 
full codperation in opposing accountancy 
bills of a retrogressive nature. 


MEETINGS AND ELECTIONS 


California State Society of Certified Public 

Accountants (Los Angeles chapter) 

Date: February 10, 1936. 

Place: Los Angeles. 

Speaker: Professor Howard S. Noble, dean 
of the college of commerce, University 
of California at Los Angeles, “Account- 
ing education.” 

Massachusetts Society of Certified Public 

Accountants 

Date: February 24, 1936. 

Place: Boston. 

Speaker: Ross G. Walker, professor of ac- 
counting, Harvard graduate school of 
business administration, “Accounting 
and business management.” 


Minnesota Society of Certified Public 

Accountants 

Date: February 25, 1936. 

Place: Minneapolis. 

Speaker: Lyle W. Hines, of St. Paul, “Fed- 
eral income-tax regulations.” 


Utah Association of Certified 

Accountants 

Date: February 13, 1936. 

Place: Salt Lake City. 

Speaker: Stewart Cosgriff, Salt Lake City 
banker, “Changes in the banking system 
under the present administration.” 


Public 
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“INDEPENDENT PUBLIC 
ACCOUNTANTS" 


In response to an inquiry directed to 
the Institute regarding the title of the 
bulletin, Examination of Financial State- 
ments by Independent Public Account- 
ants, asking why the term ‘‘independent 
public accountants’’ was selected, Sam- 
uel J. Broad, chairman of the committee 
which prepared the bulletin, has written 
the following reply: 


“The question of a title for the bulletin 
received the careful consideration of the com- 
mittee. One of the titles suggested was 
Eamination of Financial Statements by Cer- 
tified Public Accountants. It was felt, how- 
ever, that this was unduly restrictive. Many 
examinations are made by accountants who 
are not certified, and by firms all the partners 
of which are not certified. It is to the inter- 
est of all accountants, whether certified or 
not, that the work of these accountants also 
should be judged by reasonable standards, 
because poor work by any practising account- 
ant can have a harmful effect upon the pres- 
tige of the profession as a whole. 


“There was another reason for the use of 
the term ‘independent public accountants.’ 
Financial statements, in the words of the 
bulletin, reflect a combination of recorded 
facts, accounting conventions and personal 
judgments. Accountants have long recog- 
nized that the principal value of an exami- 
ration is the review by an independent expert 
of these judgments and of the accounting 
policies and practices followed. They have 
directed a great deal of effort in recent years 
towards educating the public to the value of 
this independent review. 


“The bulletin afforded an excellent oppor- 
tunity to emphasize the point anew and to 
consolidate gains made. Many certified pub- 
lic accountants are in private employment 
and the bulletin obviously does not apply to 
them. The whole emphasis is upon the steps 
to be taken in an independent and outside 
examination.” 


A meeting of the New York State 
Society of Certified Public Accountants 
will be devoted to discussion of the 
pamphlet, Hzamination of Financial 


Statements by Independent Public Ac- 
countants, on March 23rd at the Waldorf- 
Astoria hotel, New York. Samuel J. 
Broad, chairman of the American Insti- 
tute of Accountants committee which 
prepared the pamphlet, as well as other 
members of the committee, will partici- 
pate in the discussion. The New York 
State Society has invited all New York 
members of the Institute who are not 
members of the society to attend the 
meeting. 


ARBITRATION ASSOCIATION ASKS 
CO-OPERATION OF ACCOUNTANTS 


The American Arbitration Associa- 
tion, which this year is celebrating its 
decenial anniversary, has suggested to 
the Institute an additional service which 
public accountants can render to their 
clients, by recommending the inclusion 
of arbitration clauses in contracts of 
clients with other concerns and the choice 
of arbitration rather than litigation in 
the settlement of disputes. 


Particular attention is called to the 
possibility of reducing reserves for con- 
tingencies by prompt settlement through 
arbitration of matters which would other- 
wise await the outcome of lawsuits. The 
essociation cites, in illustration, the fact 
that many casualty insurance companies 
greatly reduce this item in their financial 
statements by submitting to arbitration 
pending suits against insured customers. 
It also states that disputes over ques- 
tions of accounting in the dissolution of 
partnerships and in the reorganization 
or consolidation of corporations might 
well be submitted to arbitration, which 
facilitates prompt settlement at low cost. 


An instance is cited by the association 
in which a client of an accountant be- 
came involved in a matter in which an 
arbitration clause would have been of 
great benefit; but it was not thought of, 
nor was the accountant given an oppor- 
tunity to check the contract until it was 
too late and the agreement had been 
signed. The contract covered the reor- 
ganization of a large business enterprise 
and involved three parties. At once 4 
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glaring opportunity for misunderstand- 
ing was evident in the use of the term 
‘‘expenditures’’ instead of ‘‘operating 
expenses.”’ There was nothing to be 
done, of course, but to wait for the in- 
evitable to happen. ‘‘Expenditures’’ 
began to pile up into an amount entirely 
beyond the intent of the parties in enter- 
ing into the agreement. The result was 
that the interest of the client suffered 
seriously and he became involved in a 
long-drawn out controversy. Although 
admirably adapted to arbitration, the 
differences required months of litigation 
for settlement. 


In its decennial report, the association 
describes its system of tribunals which 
is available for the arbitration of a wide 
variety of disputes. The American 
Arbitration Tribunal, with facilities in 
1,600 cities, makes it possible to arrange 
for an arbitration at a point convenient 
to the parties anywhere in the United 
States. 


The system includes special tribunals 
established by industrial groups for the 
use of their members, and for non-mem- 
bers in controversy with members, under 
prescribed conditions. 


There exists a national panel of arbi- 
trators, comprising about 7,000 men who 
serve without compensation. The na- 
tional panel is supplemented by special 
— of experts to act in particular 


The administration of the tribunals is 
in the hands of the arbitration commit- 
tee of the association. It receives re- 
quests for arbitration and arranges the 
time and place of the hearings; it sug- 
gests the names of arbitrators and ob- 
tains their consent to serve. The com- 
mittee also provides a hearing room and 
a clerk. 


In its decennial report, the association 
names the American Institute of Ac- 
countants among organizations which 
have supported its program. 


I. H. Krekstein, of Philadelphia, has been 
appointed director of the bureau of corpora- 
tion taxes, commonwealth of Pennsylvania. 


CO-OPERATION BETWEEN BANKERS 
AND ACCOUNTANTS 


In an article which appeared in the 
February issue of the Monthly Bulletin 
of the Robert Morris Associates, Philip 
F. Gray, chairman of the Robert Morris 
Associates committee on codperation with 
public accountants, traced the develop- 
ment of codperation between accountants 
end bankers. Following is the text of 
his article: 

“About twelve years ago, the Robert Mor- 
ris Associates, feeling that a great deal could 
be accomplished by a concerted effort on the 
part of credit men to develop a closer rela- 
tionship with the members of the accounting 
profession, established the committee on co- 
operation with public accountants with Har- 
vey Whitney as chairman. Several account- 
ing organizations, in turn, formed corre- 
sponding committees on codperation with 
bankers. 

“The national committee of the Associates 
has fourteen members representing as many 
large cities throughout the country. Various 
local chapters have organized committees 
which endeavor to work closely with repre- 
sentatives of accountancy in their respective 
cities. 

“From time to time, questions regarding 
accountants’ work are submitted by various 
members of the Associates, either to the 
chapter committee or to the national chair- 
man. In some cases the matters are settled 
locally through a discussion with the particu- 
lar accountant by the committee. Arbitra- 
tion of this sort has, of course, been most 
effective in promoting better understanding, 
both of technical accountancy by the credit 
men and of the bankers’ requirements by the 
accountant. 

“Many joint meetings have been held with 
different groups of accountancy organiza- 
tions. The bankers have worked very closely 
with the accountants on problems of mutual 
interest, such as those relating to the ac- 
countant’s responsibility for the verification 
of inventories. This latter discussion has 
resulted in one instance in the adoption of a 
resolution by a state society of certified pub- 
lie accountants defining and describing just 
what the limitations of this responsibility 
are. The members will recall that some time 
ago, in conjunction with the committee on 


Bulletin of American Institute of Accountants 


coéperation with bankers of the American 
Institute of Accountants, the Robert Morris 
Associates committee sent out letters regard- 
ing the character of year-end audits. In 
another instance, the bankers were able to be 
of some assistance to the accountants in the 
preparation of a classification of account- 
ancy services. 

“From its very inception, the committee 
has waged a campaign on the subject of cer- 
tificates on audited statements to promote 
greater accuracy and a mutual understand- 
ing of terminology, at the same time en- 
deavoring to impress upon the accountants 
the fact that the banker judges the scope of 
the audit and the dependability of the figures 
by what the accountant in his certificate 
claims to have done. In this connection, 
also, the committee has encouraged the policy 
of the borrower granting permission to the 
accountant to discuss his affairs with the 
banker, both before the audit is made in 
order to ascertain just what the banker’s 
requirements are, and afterward to clear up 
any details of terminology or any possible 
misunderstanding. 

“The committee’s work has not been lim- 
ited solely to codperation with other organi- 
vations. Through the medium of a certain 
amount of publicity which has been given to 
ats activities, it has endeavored to educate the 
borrower to the realization that it is to his 
own interest to supply his accountants with 
all possible information about his business, 
since it is upon a true and accurate knowl- 
edge of the borrower’s financial strength that 
his bank and commercial credit depend, and 
this knowledge is, of course, drawn from his 
audited statements. 

“Harvey Whitney remarked at the end of 
one of his annual reports, and the present 
chairman can do no better than to repeat 
his statement: ‘We have tried to make it a 
committee of codperation, not of criticism, 
and we have met with a hearty response 
from the accounting profession at large.’ ” 


Alexander Wall, secretary of the Rob- 
ert Morris Associates, will speak on ‘‘ Ac- 
countants, clients and bankers—their 
stake in audits’’ at a meeting sponsored 
by the District of Columbia Institute of 
Certified Public Accountants to be held 
at Washington, D. C., April 21, 1936. 
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PRACTICE UNDER ASSUMED NAME 


Assembly bill 212, which is now before 
the New Jersey legislature, would make 
it unlawful for any individual, partner- 
ship or corporation to practise as a cer- 
tified public accountant, auditor or pub- 
lie accountant under a false, fictitious or 
assumed name, or under the name of a 
former employee, associate or partner 
who by reason of death or otherwise is 
no longer associated with the individual, 
firm or corporation. This bill is similar — 
to bills introduced during 1935 in Okla- 
homa and Pennsylvania, which were 
defeated. 


The board of trustees and advisory 
board of the New Jersey Society of Cer- 
tified Public Accountants, on February 
20th, adopted the following resolution in 
opposition to the bill: 


“The board of trustees deprecates the in- 
troduction of special legislation regulatory of 
the public accountancy profession since the 
general legislation, now contained in New 
Jersey statutes, is sufficiently wide and in- 
clusive to govern the profession in its rela- 
tionship with the business public. The in- 
troduction of special legislation weakens 
control of the profession and interferes with 
established policies for affording protection 
to the public. 


“Furthermore, the board believes the form 
and contents of assembly bill 212 is vicious 
and tends to be against the best interests of 
the public and the accountancy profession.” 


The American Institute of Account- 
ants committee on state legislation has 
codperated with the New Jersey society 
in the formulation of plans for opposi- 
tion to the bill. 


On March 2nd, this bill was formally 
disapproved by the bar association of 
Essex county, New Jersey. The atten- 
tion of the bar association has been 
drawn to the bill by the New Jersey 
Society of Certified Public Accountants. 


Following are excerpts from a memo- 
randum dealing with the bill which has 
been sent by the state society’s commit- 
tee on legislation to all members of the 
society. 


SS 
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“The bill would retard the normal, natural 
growth of the profession. 

“The normal growth of professional prac- 
tice is through the contribution of the best 
talents of a group of practitioners, serving 
the public clientele, under a plan of partner- 
ship organization. Such development of 
partnerships is essential to assure the busi- 
ness public of continuity of service on the 
part of the accountant and auditor to whom 
the auditing and accountancy problems are 
entrusted. 

“Every firm, large or small, has a definite 
policy and the general character of its prac- 
tice is known. It is most unusual for this 
to be determined by one or two men. The 
principles, knowledge and experience of the 
firm are shared by all the partners and are 
gradually acquired by the employees. When 
one partner dies or retires his place is filled 
and the firm carries on in much the same 
way as before. 

“Tt has long been recognized that the in- 
dividuals comprising the group practising 
under a particular firm name have all been 
imbued with the same ideals, and when a 
client of the firm deals with an employee of 
the firm he is justified in taking it for 
granted that his affairs receive that same 
careful attention because of which he has 
continued to deal with the firm. 

“Assembly bill 212 is of the same character 
as introduced and defeated in Pennsylvania 
last year. Legislation of this sort is most 
unfair to the accountancy practitioner who 
takes employment with a firm, and who, 
through his participation in the building up 
of the firm name and the professional prac- 
tice, subsequently becomes a partner in that 
firm. He has shared in the development of 
the goodwill and as the firm name has been 
developed through the years because of the 
character of the services he should be per- 
mitted to enjoy the fruits of his labors. 


“Confusion of firm names would be injurious 
to interests of the business public. 

“The principal damage which would be 
done by the necessity for frequent and radi- 
cal changes in the names of firms would be 
suffered not by accountants but by their 
clients, the investing public and creditors 
and credit men. 

“A law which would require firm names to 
be changed frequently would be responsible 


for unnecessary confusion. These disadvan- 
tages apply alike with equal force as respects 
the small and large firms. The development 
of accountancy in this country has been 
largely due to the fact that an increasing 
number of business men rely habitually upon 
statements certified by firms of certified 
public accountants. 


“The bill discriminates against the account- 
ancy profession. 

“No other professional partnerships are 
restricted in the use of a partnership name. 
No evidence has been produced either by 
those engaged in the profession or by the 
business public of any abuse, injury or fraud 
that has resulted from the use of a partner- 
ship name as representative of an entity, ir- 
respective of whether all members included 
in the firm name survive during the entire 
period of its existence. There is no public 
demand for discrimination against the ac- 
countancy profession in restricting the choice 
of its members as respects the firm name un- 
der which practice is conducted. 


“Interference by legislation with internal 
policies of profession unnecessary if pub- 
lic interests are not involved. 

“The professional practice of every certi- 
fied publie accountant is better safeguarded 
by fostering harmonious relationships among 
all his co-practitioners. Such harmony pre- 
vails. Anything which would tend to dis- 
rupt this ideal condition is injurious to the 
welfare of every member of the profession. 
If interference emanates from any source 
outside of the profession and is not coupled 
with a direct public interest, it should be 
condemned as an unwarranted intrusion. 

“Assembly bill 212 is ill-advised and frag- 
mentary. If any general revision of account- 
ing legislation is required, it should be 
prepared, studied and discussed by members 
of the society and submitted to the legisla- 
tive committee and board of trustees. 


“Powers vested in New Jersey board of pub- 
lic accountants. 

“As previously stated, no evidence has 
been produced that the evils, which this bill 
purports to correct, actually exist. If these 
evils did exist, correction could be well left 
to the New Jersey board of public account- 
ants, which possesses wide powers to make 
rules and regulations, without additional leg- 
islation.” 
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NATURAL BUSINESS YEAR 


The natural business year council is 
planning wide distribution of reprints of 
an article on natural business year re- 
cently published in Domestic Commerce, 
issued by the bureau of foreign and 
domestic commerce, United States de- 
partment of commerce. This article was 
reproduced in the Bulletin of the Insti- 
tute for February 15, 1936. 

It is expected that the bulk of the 
reprints now in the possession of the 
council will be distributed through the 
various organizations which are codper- 
ating in its work. The American Insti- 
tute of Accountants has notified the 
presidents of all state societies of certi- 
fied public accountants that the pamph- 
lets are available for distribution through 
their members to clients and local trade 
and commercial organizations. 


A copy of the pamphlet, together with 
an offer to supply additional copies, has 
been sent to the executive secretaries of 
2,500 leading trade associations of the 
United States. Copies have also been 
sent to the secretaries of the chambers 
of commerce in all cities of the United 
States having a population of 5,000 or 
more, with an offer to arrange for ad- 
dresses before their members by qualified 
speakers on the natural business year. 


The natural business year council con- 
tinues to receive many requests for in- 
formation from business men interested 
in the determination of the proper fiscal 
periods for their enterprises. 


As the rush season for accountants 
draws to a close, most state societies of 
certified public accountants are expected 
to renew their efforts in behalf of the 
natural business year. The Institute’s 
special committee on natural business 
year is at present studying the most ef- 
fective means by which the state societies 
can codperate with bankers, credit men 
and others in the campaign. It recom- 
mends that the various groups interested 
in the movement combine their efforts 
through a state natural business year 
council in whose name trade associations 
and individual business men may be ap- 
proached. 


PRIVILEGED COMMUNICATIONS 


Two decisions recently. handed down 
in district courts of the United States 
held that state laws providing that con- 
fidential communications between certi- 
fied public accountants and their clients 
should be privileged were without au- 
thority in the cases before the court, 
which were actions brought by the fed- 
eral government in the course of income- 
tax investigations. 


In one case, decided on February 5th, 
the United States district court at Den- 
ver, ordered a certified public account- 
ant to appear before a special agent of 
the bureau of internal revenue and an- 
swer all questions regarding the affairs 
of two concerns under investigation in 
an income-tax matter. According to 
newspaper reports, the accountant had 
refused to give information in his pos- 
session bearing on the affairs of the two 
concerns, which were his clients. His 
refusal was based on a state law which 
he interpreted as granting accountants 
the same immunity accorded lawyers 
from the necessity of revealing the con- 
fidential affairs of their clients. 


In ruling on the case, the court is re- 
ported to have held that the state law is 
‘‘meaningless as far as the United States 
government is concerned.’’ Following in 
part, are the remarks of the presiding 
judge as reported in the press: 


“The government of the United States 
seeks to collect taxes and there is no federal 
activity in which the officers are vested with 
more power than in the gathering of reve- 
nue. If a law like this can be used to cir- 
cumvent the regular processes of the federal 
government, it would seriously cripple the 
whole machinery. 


“The government officers are vested with 
the power to examine the records of these 
companies. There might be some excuse for 
claiming privilege if he (the accountant) had 
been advised by his client to do so, but there 
is no evidence of that.” 


It was here stated for the accountant 
that it was for his own protection that he 
had sought a judicial determination of 
his position. The court then continued. 
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“This law is meaningless as far as the 
United States government is concerned. I 
don’t see why a certified public accountant 
should have any more privilege than any 
other citizen. The matter should not even have 
been brought to take the time of this court.” 

In the United States district court, 
northern district of Iowa, western divi- 
sion, a similar ruling was made. 

Proceedings were filed on behalf of 
the agent in charge to bring about the 
production of records under section 618 
of the revenue act of 1928 (amending 
section 1104 of the revenue act of 1926), 
and to require the county attorney and 
a certified public accountant who had 
made investigations for the county, to 
testify as to their knowledge of the 
affairs of certain individuals whose in- 
come-tax liability was under investiga- 
tion by the government. The court held 
that the state law which extends privi- 
lege to information gained by a certi- 
fied public accountant concerning the 
affairs of his clients did not exempt him 
from complying with the order. 

Section 1104 of the revenue act of 1926 
is as follows: 

“The commissioner, for the purpose of as- 
certaining the correctness of any return or 
for the purpose of making a return where 
none has been made, is hereby authorized, by 
any officer or employee of the bureau of in- 
ternal revenue, including the field service, 
designated by him for that purpose, to ex- 
amine any books, papers, records, or memo- 
randa bearing upon the matters required to 
be included in the return, and may require 
the attendance of the person rendering the 
return or of any officer or employee of such 
person, or the attendance of any other per- 
son having knowledge in the premises, and 
may take his testimony with reference to the 
matter required by law to be included in such 
return, with power to administer oaths to 
such person or persons.” 


New YorK 


No further action has been reported on 
assembly bill 878 and senate bill 733, 
identical bills now before the New York 
legislature, providing for protection of 
the confidential relations between cer- 
tified public accountants and their 
clients. 
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VIRGINIA 


A bill known as senate bill 327, which 
is identical with those providing for con- 
fidential communications now before the 
legislature of New York, was introduced 
in the Virginia legislature on February 
18th. It has been referred to the com- 
mittee on general laws. 


ANNUAL BANQUET OF 
CREDIT MEN 


The accountancy profession was offi- 
cially represented at the annual banquet 
of the New York Credit Men’s Associa- 
tion by James F. Hughes, president of 
the New York State Society of Certified 
Public Accountants, and John L. Carey, 
secretary of the American Institute of 
Accountants, at the Hotel Astor, Febru- 
ary 20, 1936. About twelve hundred per- 
sons were present. Speakers were James 
T. Shotwell, professor of history at Co- 
lumbia University ; John Lord O’Brian, 
of Buffalo, regent of the University of 
the State of New York; and John M. 
Oskison, of Oklahoma, author and jour- 
nalist. Joseph Rubanow, president of 
the association, acted as toastmaster. 


ATTEMPT TO ABOLISH C. P. A. 
CERTIFICATE DEFEATED 


The legislative committee of the Vir- 
ginia Society of Public Accountants has 
reported to the Institute the rejection of 
two bills introduced in the general assem- 
bly of Virginia. Both bills were opposed 
by the Virginia society. 

House bill 409 would have abolished 
the designation of ‘‘certified public ac- 
countant’’ and grouped the certified 
public accountants and public account- 
ants registered under the present law in 
one class to be known as ‘‘licensed pub- 
lie aeccountants.’’ Only the certificate of 
licensed public accountant would have 
been issued in the future. 

House bill 406 would have amended 
the state accountancy law to provide 
that, with the exception of one attorney, 
all members of the state board of ac- 
countancy should be educators. 

Both bills were rejected by the com- 
mittee on general laws on February 27. 
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ACCOUNTANCY AND THE PRESS 


Following are brief excerpts from arti- 
cles mentioning the American Institute 
of Accountants, which have appeared in 
the public press during recent weeks: 


Certified public accountants appearing be- 
fore the state division of corporations rela- 
tive to tax matters will have to show proof 
of their standing, as recorded by the state 
board of accountancy or the American Insti- 
tute of Accountants, according to notice 
issued today by Judge Edward L. Leahy, 
division chief. 

The News-Tribune, Providence. 


The Delaware board of accountancy co- 
operates with the American Institute of Ac- 
countants in its examinations. The same 
examinations are given in all coéperating 
states at the same time. There are approx- 
imately 35 of the state accountancy boards 
coéperating in this way. 

The Star, Wilmington, Delaware. 


When the American Institute of Account- 
ants and the New York stock exchange in 
1932 and 1933 were preparing standards of 
accounting for listed companies, the follow- 
ing was among the principles recommended 
by the Institute’s committee: 

“While it is, perhaps, in some circum- 
stances permissible to show stock of a cor- 
poration held in its own treasury as an asset 
if adequately disclosed, the dividends on stock 
so held should not be treated as a credit to 
the income account of the company.” 


The Sun, New York. 


In a twelve-page copyrighted pamphlet, the 
American Institute of Accountants (135 
Cedar street, New York) presents, under the 
title, Accounts of Governmental Bodies, rec- 
ommendations to individual citizens for ob- 
taining proper administration of the fiscal 
affairs of municipalities. This six-point plan 
has been prepared by the Institute’s special 
committee on governmental accounting. The 
principles of its procedure are clearly ex- 
plained and appeal to intelligent civic inter- 
est. 


The American City. 
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Fuller disclosure of the basis on which 
corporation accounts are stated and increased 
emphasis on accounting principles and con- 
sistency in their application have marked the 
development of accounting practice during 
recent years. These developments have been 
accelerated by the prominence given to such 
matters in regulations of the securities and 
exchange commission dealing with financial 
statements and also in correspondence during 
the years 1932 to 1934 between the Amer- 
ican Institute of Accountants and the com- 
mittee on stock list of the New York stock 
exchange. 

Barron’s. 


A special committee of the American In- 
stitute of Accountants met today with L. R. 
Harrington and Carman G. Blough, chief 
accountant of the securities and exchange 
commission, and William M. Hammond, con- 
sulting accountant for the commission, to 
discuss procedure in connection with the 
formulation of uniform systems of accounts 
for public utility holding companies and 
mutual service companies. 


The Times, New York. 


Announcement has been received of the 
appointment of a committee of Baltimore 
members of the American Institute of Ac- 
countants to represent the organization in 
this locality. 

The Baltimore group is a subcommittee of 
the special committee on development of the 
Institute, with a purpose of forming a con- 
necting link between the national and local 
organizations. 

The Evening Sun, Baltimore. 


The South Carolina Society of Certified 
Public Accountants and local members of the 
American Institute of Accountants have re- 
ceived from the Institute, national organiza- 
tion of the profession, a bulletin setting forth 
the guiding principles and approved methods 
which should prevail in public accounting 
practice, it has been learned. 

The State, Columbia, S. C. 
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ACTIVITIES OF LOCAL SOCIETIES 


ACCOUNTANTS’ LIBRARY 


The Bulletin has reported instances of 
the establishment of technical accounting 
’ libraries through the codperation of state 
societies of certified public accountants 
and the public libraries of various cities. 
The Maryland association was a pioneer 
in this movement. The success of its 
project is attested in a recent article by 
‘the librarian of the Enoch Pratt free 
library of Baltimore, recently published 
in the Baltimore Evening Sun. 


_ The article points out that accounting 

literature falls within that ‘‘twilight 
zone’’ of important books which are just 
outside the definition of what a tax-sup- 
ported library should purchase. Yet the 
Enoch Arden library has a large collec- 
tion of books on accounting and related 
subjects, acquired under a plan which 
the library says is both interesting and 
successful and might interest a number 
of organizations in Baltimore. 

Briefly, the plan is this. Through a 
contract between the association and the 
library, the association provides and ad- 
ministers a fund to which $200 is con- 
tributed annually. In codperation with 
the library, the association selects and 
purchases the most important books and 
has them placed on the shelves of the 
library’s department of business and 
economics. There are many duplicates 
in the collection, and these can be bor- 
rowed by members of the association, but 
not by other library readers. They can, 
however, be used freely by any reader, 
provided they are not taken from the 
room. This gives the association mem- 
bers full use of the most important books 
on accounting and adds to the library’s 
collection many volumes which would 
not otherwise be available. The article 
closes with the following paragraph: 


_ “One important point I mention last—that 
in the agreement the library promised to 
continue its own purchase of the more usual 
and popular books in this subject and not to 
use the accountants’ association fund as an 
exeuse for diminishing its own regular ob- 
ligation in this field, out of its own budget.” 


New PuBLIcATION 


Another publication has been added to 
the periodical literature of the account- 
ing profession. In December, the Ari- 
zona Society of Public Accountants is- 
sued its first publication, a four-page 
pamphlet containing a ‘‘President’s 
page,’’ a ‘‘Seecretary’s page’’ and nu- 
merous items of interest to the Arizona 
accountant. Greatest space was given to 
description of the society’s efforts to im- 
prove the accounting practice of Arizona 
municipalities. 


ScHOLARSHIP AWARD 


Chicago newspapers of February 10th 
earried the following announcement, un- 
der the title ‘‘Chicagoan Wins Highest 
Honors in C. P. A. Exams’’: 

“William Clair Hopkins, 7068 North Hill- 
dale avenue, Chicago, won highest honors in 
the Illinois certified public accountant ex- 
aminations in which several hundred candi- 
dates participated, the Illinois Society of 
Certified Public Accountants announced to- 
day. Mr. Hopkins, who is a graduate of the 
Walton school of commerce, of Chicago, will 
receive the gold medal awarded by the 
society.” 


PAYROLL REcoRDS 


The Kansas City chapter of the Mis- 
souri Society of Certified Public Ac- 
countants has advised business men of 
the community that employers who main- 
tain a regular payroll record need not 
consider any radical changes in their ac- 
counting methods to comply with re- 
quirements of the federal social security 
act. A resolution recently adopted by 
the chapter is as follows: 

“Taxpayers are counseled not to be 
stampeded into making uncertain and incom- 
pletely considered changes in their accounts. 
It is premature to reach any satisfactory 
conclusion as to the type of records that will 
be needed. Regulations remain to be issued 
both by the federal government and by the 
states as to the data which employers will be 
required to furnish. There will undoubtedly 
be ample time to effect any changes which 
are essential.” 
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Harry A. Altschuler, Charles Melvoin and 
Morris M. Glasser, of Chicago, announce that 
their firm name has been changed from Alt- 
schuler, Melvoin & Co. to Altschuler, Mel- 
voin & Glasser. 


David Berdon & Co., of New York, an- 
nounce the admission of Irving Kuller to 
membership in the firm. 


Hadfield, Rothwell, Soule & Coates, of 
Hartford and Stamford, announce the ad- 
mission of James W. Hickey and Albert 
Dixon, Jr., to the firm as general partners. 


Joel Hunter, of Atlanta, has been ap- 
pointed to the centennial committee of Emory 
University. 


George K. Hyslop, of New York, has an- 
nounced his retirement from the firm of Allen 
R. Smart & Co. and the formation, with 
William D. Boehm, of the firm of Hyslop & 
Boehm, with offices at 420 Lexington avenue, 
New York. 


L. H. Keightley and W. P. Mollers, of 
Rapid City, South Dakota, announce the 
formation of the partnership, Keightley & 
Mollers, with offices at 603% Main street, 
Rapid City. 


C. B. Sheffield, formerly a partner of the 
J. A. Phillips Co., Houston, has assumed his 
new duties as Texas state auditor and effi- 


ciency expert. 


Roy G. Abbey, of Salt Lake City, ad- 
dressed members of the Executives Associa- 
tion of Salt Lake City on “Federal and state 
income taxes” at a meeting on January 6th. 


Donald P. Perry, of Boston, has been made 
chairman of the volunteer audit committee 
of the community federation of Boston. 


H. V. Robertson, of Amarillo, Texas, spoke 


on “The social security act—explanation of 


requirements” at the twenty-third quarterly 
Panhandle-Plains joint meeting of credit men 
and retail credit association secretaries, held 
at Amarillo, January 12th. 
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ANNOUNCEMENTS 


Clinton W. Bennett, of Worcester, made 
addresses on the effect of federal and state 
social security legislation at recent meetings 
of the Haverhill Rotary club and the Haver- 
hill Kiwanis club and a convention of the 
Wood Turners Service Bureau. 


J. A. Boulay, of Minneapolis, spoke on _ 


“The social security act and state social leg- _ 


islation” at a meeting of the Minnesota 
Northwest Warehousemen’s Association, held 
January 17th at Minneapolis. 


Harvey S. Chase, of Boston, is the author 
of an article entitled “Fallacies of social 
credit” which was published in the December 
issue of the American Economics Review. 


J. D. M. Crockett, of Kansas City, spoke 
on “The social security act” at a recent meet- 
ing of the Liberty, Missouri, Rotary club. 


Oscar S. Fishback, of New York, spoke on 
“The income-tax law as it applies to individ- 
uals and corporations” at a meeting of the 
Republican Business Women, Inc., at New 
York, February 4th. 


Louis 8. Goldberg, of Sioux City, spoke 
on “The social security act” at recent meet- 


ings of the American Interprofessional In- | 


stitute, the Lawyers club, the Retail Credit 
Association and the Lions’ club, of Sioux 


City. 


Anson Herrick, of San Francisco, spoke 
on “The social security act and the California 
state unemployment reserves law” at a meet- 
ing of the San Francisco chapter of the 
American Institute of wentiies held Janu- 
ary 22nd. 


Phillip A. Hershey, of San Francisco, was 
guest speaker at a meeting on February ist 
of the Wholesale Hardwood Dealers Associa- 
tion, his subject being “Taxes—their effect 
upon business.” 


Williar R. Main, of Philadelphia, spoke on 
“Pennsylvania taxes” at the annual meeting 
of the Pennsylvania Bankers’ Association, 
group 2, held February 12th at Philadelphia. 


